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Newly opened discount unit in Louisiana 


STORES CORPORATION 


PRESIDENT'S 

LETTER 



TO OUR SHAREHOLDERS: 

During our past fiscal year many sub¬ 
stantial achievements were recorded by 
our company with the accomplishment 
of great improvements and efficiencies 
in the management of our business. Our 
sales volume increased to a record level, 
chiefly due to acquisitions, especially in 
our new field of discount store opera¬ 
tions. However, due to unfavorable gen¬ 
eral economic conditions prevailing in 
the country during most of our past fis¬ 
cal year and severe competition in our 
field, our earnings did not keep pace 
with the increase in sales. The operat¬ 
ing results of our past fiscal year, includ¬ 
ing the financial information in com¬ 
parative form, is herewith presented. 

Sales and Earnings 

Consolidated net sales for the fiscal year 
ended June 30, 1961, of $44,994,- 
693.61, made a new high, exceeding the 


sales of $44,693,265.98, for the pre¬ 
vious year which had been our year of 
highest sales. Consolidated net earnings 
for the 1961 fiscal year, after reserves 
and provision for Federal Income 
Taxes, were $674,547.84, compared to 
last year’s $801,385.37. Earnings per 
share were $0.83, on 816,047 shares 
of common stock outstanding as com¬ 
pared with $1.01 on 793,244 shares, a 
lesser number of shares outstanding, at 
the end of our previous fiscal year. The 
earnings for the fiscal year just ended 
were partially affected by extremely 
large initial expenses and charges in¬ 
curred in the expansion of our Carib¬ 
bean Area operations, and by the con¬ 
tinued mounting increase in the cost of 
doing business. We expect a substan¬ 
tial improvement in our earnings in the 
future as a result of our continued ex¬ 
pansion into the discount field. 
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PRESIDENT'S 

LETTER 

continued 


Dividends to Shareholders 

Four quarterly cash dividends of 20 
cents per share, in the aggregate of 80 
cents for the year, were declared and 
paid on the Common Stock in a total 
amount of $635,749.60, and was the 
same amount per share as paid in the 
1960 fiscal year. This marks the 22nd 
year in which cash dividends were paid 
without interruption, including two 
stock dividends of five per cent each, 
paid during the fiscal years ended June 
30, 1953, and June 30, 1959. 


Financial Condition 


chielly due to the acquisition of Barker’s 
Inc., is explained in the following sched¬ 
ule of the source and application of 
funds during the past fiscal year: 


Funds Were Provided By: 

Net Income for the Year. $ 674,548 

Depreciation and Amortization 881,639 

Increase in Long Term Debt... 303,375 

Decrease in Long Term Receiv¬ 
ables . 18,804 

Reserves Set Aside—Net. 4,471 

Disposition of Treasury Stock— 

Net . 259,896 

Decrease in Working Capital... 748,557 


$2,891,290 


Our financial condition showed con¬ 
tinued strength, even after substantial 
cash outlays for capital expenditures. 
Accumulated earnings retained for use 
in the business increased, reaching a 
high of $ 10,340,122.72. The Net Worth 
of the company as at June 30, 1961, 
was $13,260,725.37, making the book 
value of each share of common stock 
$16.25. Cash and United States Gov¬ 
ernment Securities alone amounted to 
$3,282,958.64, with current assets be¬ 
ing 2.52 times current liabilities. 

Working Capital 

Working capital, the excess of current 
assets over current liabilities, amounted 
to $7,754,133.33, and compared with 
working capital of $8,502,690.79, at 
the beginning of our fiscal year. The 
decrease in working capital, which is 


One of our most modern stores 



Funds Were Applied To: 

Cash Dividends Paid. $ 635,750 

Capital Expenditures . 1,166,624 

Reduction in Long Term Debt. 100,000 

Increase in Deferred Charges.. 198,078 

Acquisition of Barkers: 

Fixed Assets. 471,934 

Excess in Consolidation_ 318,904 


$2,891,290 


Growth and Expansion 

On February 1, 1961, the company ac¬ 
quired the entire business of Barker’s, 
Inc. of Connecticut, operators of two 
large discount stores. This acquisition 
was accomplished through an exchange 
of all of their 22,161 shares of com¬ 
mon stock outstanding, for 77,564 
shares of Franklin Stores Corporation 
stock held in the Treasury for a total 
consideration of $1,003,325.50. The 
transaction did not involve a cash pay¬ 
ment, nor the issuance of additional au¬ 
thorized shares of capital stock. The 
company also had in operation two of 
its own discount outlets prior to acquir¬ 
ing the Barker stores, so that as at June 
30, 1961, it had in operation four dis¬ 
count stores handling soft goods as well 
as hard goods. The company plans to 
open at least seven additional large dis¬ 
count units within the coming fiscal 
year which should contribute substan¬ 
tially to the increase in both sales and 
profits in the future. During this past 
year, 19 new stores were opened or ac¬ 
quired and 15 old stores closed due to 


2 

























NET SALES 


MILLIONS OF DOLLARS 
FISCAL YEARS ENDED JUNE 30 


1947 

1948 

1949 

1950 

1951 

1952 

1953 

1954 

1955 

1956 

1957 

1958 

1959 

1960 

1961 



I 27.1 
25.8 
I 27.4 


■ 32.2 

■ 32.2 
29.4 

30.3 


34.3 
■ 37.5 
■■ 39.6 


43.5 


44.7 

45.0 


0 10 20 30 40 


NET WORTH 

MILLIONS OF DOLLARS 
FISCAL YEARS ENDED JUNE 30 


AREAS IN WHICH COMPANY OPERATES STORES 



1947 

1948 

1949 

1950 

1951 

1952 

1953 

1954 

1955 

1956 

1957 

1958 

1959 

1960 

1961 


6.0 


7.7 


8.3 



9.0 


H 10.6 
Hi 10.8 
HH 11.2 

11.7 

Hi^H 12.1 
■^^H 12.2 
^■HH 12.8 

■H^^Hi 12.9 

^ I 13 

10 II 12 13 


Recently acquired 

Barker discount unit in Conn. 



the changing complexion in the retail 
chain store business. As of June 30, 
1961, the company operated 183 stores 
in the United States, Puerto Rico and 
the Virgin Islands. We expect, by the 
end of our ensuing fiscal year, to have 
in operation 180 conventional retail 
stores and 11 discount units, which 
together should produce a potential 
sales volume of over $60,000,000. 

Looking Ahead 

We enter into our coming fiscal year 
with optimism and confidence and thus 
expect, through sound continued ex¬ 
pansion, to maintain a formidable posi¬ 
tion in our field. We believe that 
economic forces and rising outlays by 
the Federal Government should stimu¬ 
late employment and result in increased 
retail trade through better consumer 
demands. Our company will continue 
to offer merchandise selections of qual¬ 
ity, style and value to our customers 
in all our branches of operation. 

Organizational Changes 

On April 6, 1961, Mr. Irving Barker 
was elected Vice President and a Di¬ 
rector to fill the vacancy caused by the 


death, on December 31, 1960, of Lee 
Britton Lane, Executive Vice President 
and Director since 1944. On June 29, 
1961, Mr. Max Landsman was elected 
Vice President and a Director to fill the 
vacancy caused by the retirement of 
Philip S. Blatt, Vice President and 
Director of the Corporation since 1946, 
and on the same date, Mr. S. Robert 
Phillips was elected Secretary of the 
Corporation and Miss Helen Weiss, the 
Assistant Secretary and Assistant Trea¬ 
surer of the Corporation. 

On behalf of the Board of Directors, 
1 wish to express my thanks to all 
members of the organization for their 
continued loyalty, cooperation and in¬ 
terest. Thanks to our suppliers for their 
quality products so vital to the success 
of our business. To our shareholders 
goes our appreciation for their confi¬ 
dence in management. 

Respectfully submitted. 

President 


New York, N. Y. 
August 31, 1961 
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STORES CORPORATION and St 

CONSOLIDATED BALANCE S 


ASSETS 


1961 


I960 


CURRENT ASSETS: 

Cash on Hand and in Banks. 

United States Government Securities. . . . 

Will Call Accounts Receivable. 

Notes and Mortgages—Due Within One 


Year . 

Marketable Securities. 

Other Accounts Receivable: 

Customers’ Charge Accounts. $ 1,050,047.69 

Sundry Other Receivables. 328,818.97 

$ 1,378,866.66 

Less: Reserve for Doubtful Accounts. 112,004.77 


Merchandise Inventories—at the lower of 

Cost or Market. 

Merchandise in Transit. 

TOTAL CURRENT ASSETS. 

OTHER ASSETS: 


Notes and Mortgages Receivable. $ 193,473.69 

Less: Current Installments Shown 

Above . 38,625.64 

Deposits with Public Utilities and Others. 

FIXED ASSETS: 

Land and Buildings—At Cost. $ 3,148,885.79 

Less: Reserve for Depreciation of 

Buildings. 626,749.91 

Leasehold Improvements, Air Condition¬ 
ing, Furniture, Fixtures, Equipment, etc. $ 9,063,741.14 
Less: Reserve for Depreciation and 

Amortization. 3,704,567.26 

Construction Advances. 

DEFERRED CHARGES: 

Unexpired Insurance. $ 90,651.25 

Prepaid Rent. 297,518.99 

Prepaid Expenses. 156,243.93 

Cash Surrender Value—Life Insurance 

Policies . 23,950.00 

EXCESS IN CONSOLIDATION: 

Excess of cost of investment in subsidiaries 
over the book value of their net assets at 

date of acquisition. $ 638,251.93 

Less: Reserve for Amortization. 128,649.17 


$ 1,285,682.62 
1,997,276.02 
1,164,919.10 


$ 2,160,890.17 
1,996,852.78 
1,172,362.33 

38,625.64 

1,871.88 


33,258.00 

1,266,861.89 

$ 1,076,812.55 
272,063.10 
$ 1,348,875.65 
114,681.26 

1,234,194.39 

7,106,886.07 


5,469,040.55 

46,828.73 

$12,862,123.22 

$ 206,910.53 

$12,113,426.95 

154,848.05 

11,284.41 

33,258.00 

173,652.53 

10,385.34 


$ 2,577,370.16 


2,522,135.88 

543,523.28 

2,033,846.88 


$ 8,517,545.22 


5,359,173.88 

77,227.11 

3,523,947.44 

4,993,597.78 

174,172.61 


$ 61,690.07 

250,028.02 
43,867.02 


568,364.17 

15,600.00 

371,185.11 

509,602.76 

$22,064,759.48 

$ 319,348.12 

121,349.93 

197,998.19 

$20,068,265.39 


See Notes to Financial Statements which are an integral part hereof. 
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bsidiary Companies 


MEET, JUNE 30, 1961 AND 1960 


LIABILITIES 


1961 


1960 


CURRENT LIABILITIES: 

Accounts Payable—Merchandise . 

Accounts Payable—Expenses. 

Notes and Mortgages Payable—Due With¬ 


in One Year. 

Notes Payable. 

Federal Income Taxes Payable. 

Accrued Liabilities: 

Wages, Salaries and Commissions. ... $ 141,724.20 

Taxes Other than Federal Taxes on 

Income . 336,273.78 

Rents and Other Items. 122,886.79 

Other Current Liabilities: 

Due to Department Lessees. $ 91,260.87 

Deposits and Refunds Due Customers. 46,797.81 


$ 3,580,687.33 
273,370.23 

128,975.00 

19,311.92 

366,701.96 


600,884.77 


138,058.68 


$ 2,261,557.25 
208,363.97 

100,000.00 

471,628.40 


$ 154,793.90 

232,104.21 

105,432.19 492,330.30 

$ 28,833.49 

48,022.75 76,856.24 


TOTAL CURRENT LIABILITIES 


$ 5,107,989.89 


$ 3,610,736.16 


LONG TERM DEBT: 

Notes Payable. $ 2,900,000.00 

Mortgages Payable . 332,350.00 

$ 3,232,350.00 

Less: Current Installments Shown 

Above . 128,975.00 

3,103,375.00 

RESERVES: 

Reserves for Unrealized Profit on Will Call 

Balances . $ 442,669.22 

Reserve for Contingencies. 150,000.00 

592,669.22 

CAPITAL STOCK AND SURPLUS: 

Common Stock— 

Par Value $1.00 per share: 


Authorized . 1,000,000 Shares 

Issued . 822,848 Shares $ 822,848.00 

Less: Stock Held 
in Treasury 

(1960—29,604) 6,801 Shares 6,801.00 

Outstanding. 816.047 Shares $ 8167047.00 

Capital Surplus.. 2,104,555.65 

Earned Surplus. 10,340,122.72 13,260,725.37 

$22,064,759.48 


$ 3,000,000.00 
$ 3,000,000.00 
100,000.00 


2,900,000.00 


$ 445,497.69 

150,000.00 


595,497.69 


$ 822,848.00 

29,604.00 
$ 793,244.00 

1,867,463.06 

10,301,324.48 12,962,031.54 

$20,068,265.39 


See Notes to Financial Statements which are an integral part hereof. 
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STORES CORPORATION 



STATEMENT OF CONSOLIDATED INCOME 


FOR THE YEARS ENDED JUNE 30, 


1961 


1960 

NET SALES. 

$44,994,693.61 

$44,693,265.98 

Cost of Goods Sold, Selling, General and Administrative Expenses 

42,816,778.06 

42,322,694.68 

Operating Profit—Before Depreciation and Amortization. 

$ 2,177,915.55 

$ 2,370,571.30 

Depreciation and Amortization of Leasehold Improvements, Build¬ 
ings, Furniture, Fixtures, Equipment and Air Conditioning, etc. 


881,638.83 


851,380.89 

Net Operating Profit.5 

$ 

1,296,276.72 

$ 

1,519,190.41 

Gain on Capital Assets.1 

$ 

9,574.18 

$ 

8,904.43 

Interest and Miscellaneous Income. 


169,118.29 


153,413.22 


$ 

178,692.47 

$ 

162,317.65 

TOTAL INCOME. 

$ 

1,474,969.19 

$ 

1,681,508.06 

INCOME DEDUCTIONS: 





Interest . 

$ 

196,361.98 

26,053.00 

$ 

1.46,792.49 

67,208.06 

Loss on Capital Assets. 

Provision for Bad Debts and Other Items. 


143,600.03 


105,316.98 

Total Income Deductions. 

$ 

366,015.01 

$ 

319,317.53 

Net Income—Before Federal Taxes and Reserves. 

$ 

1,108,954.18 

$ 

1,362,190.53 

Federal Income Taxes. 


427,107.10 


553,505.92 

Net Income After Federal Income Taxes. 

$ 

681,847.08 

$ 

808,684.61 

Reserve for Amortization of Excess Cost of Investment in 
Subsidiaries . 


7,299.24 


7,299.24 

NET INCOME TRANSFERRED TO SURPLUS. 

$ 

674,547.84 

$ 

801,385.37 


See Notes to Financial Statements which are an integral part hereof. 


NOTES TO FINANCIAL STATEMENTS - 

1 . INCOME TAXES 

The Federal Income Tax Returns of the Company have been 
examined by the United States Treasury Department up to and 
including the returns for the fiscal year ended June 30, 1960. 
Additional taxes claimed by the Treasury Department as a result 
of such examinations have been paid or accrued. The Federal 
Income Tax Returns for the fiscal year ended June 30, 1961 is 
subject to final determination by the Treasury Department. 

2 . LONG TERM LOAN 

Under the provisions of the fifteen year 5Vs% long term agree- 
6 ment with the Insurance Company, dated December 1, 1959, the 


aggregate amount of cash dividends declared on common stock 
and payments made in purchasing shares of the Company’s own 
stock, may not exceed 100% of the consolidated net earnings 
accrued subsequent to June 30, 1959, plus the sum of $1,200,- 
000.00. The consolidated earned surplus as of June 30, 1961, 
not subject to this restriction amounted to $1,636,766.17. The 
agreement further provides, among other things, that the Com¬ 
pany shall maintain a consolidated net working capital of not 
less than the greater of either 200% of the consolidated funded 
debt of the Company and its subsidiaries, or $4,000,000.00. 

3 . COMMITMENTS AND LEASES 

As at June 30, 1961, the minimum annual rentals under leases 















































STORES CORPORATION 


STATEMENTS OF CONSOLIDATED SURPLUS 


FOR THE YEARS ENDED JUNE 30, 

1961 

1960 

EARNED SURPLUS: 

Balance—At Beginning of the Year. 

Add: 

$10,301,324.48 

$10,137,383.51 

Net Income for the Fiscal year Ending June 30. 

674,547.84 

801,385.37 

Total . 

$10,975,872.32 

$10,938,768.88 

Deduct: 



Cash Dividends Paid. 

635,749.60 

637,444.40 

Balance—At End of the Year.. 

$10,340,122.72 

$10,301,324.48 

CAPITAL SURPLUS: 

Balance—At Beginning of the Year. 

$ 1,867,463.06 

$ 1,893,149.69 


Add: 

Excess over par value of 77,564 shares of Common 
Stock issued to Barker’s, Inc. from Treasury in ex¬ 
change for their 22,161 shares of stock outstanding. . 930,761.50 — 

Excess of Cost of Shares of Common Stock issued to 

employees and others from Treasury, in lieu of cash. . 26,166.50 108,662.00 

Total . $ 2,824,391.06 $ 2,001,811.69 

Deduct: 

Excess of Cost of Shares of Common Stock acquired for 
Treasury over Par Value thereof. 719,835.41 134,348.63 

Balance—At End of the Year. $ 2,104,555.65 $ 1,867,463.06 


See Notes to Financial Statements which are an integral part hereof. 


expiring after June 30, 1964, amounted to approximately 
$2,275,459.00, plus, in many instances, additional rentals based 
on a percentage of sales, or for payment of real estate taxes, in¬ 
surance, etc. 

4 . U.S. GOVERNMENT SECURITIES 

The United States Government Securities shown in the Balance 
Sheet in the amount of $1,997,276.02, have a market value of 
$1,750,000.00, as at June 30, 1961. 

5 . EXCESS IN CONSOLIDATION 

The Excess of Cost of Investments in Subsidiaries over the book 


value of their Net Assets at date of acquisition increased by 
$318,903.81, during the fiscal year just ended. This increase 
represents the difference between the book value of the shares of 
stock of Barker’s Inc., and the market value, at date of contract, 
of the shares of stock of Franklin Stores Corporation issued in 
exchange thereof. 

6 . BARKER'S INC. —NEW ACQUISITION 

The consolidated net income for the fiscal year ended June 30, 
1961, includes the operations of Barker’s Incorporated for the 
five month period February 1, 1961 to June 30, 1961. 
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I. .J. Skolnick & Co. 

Certifieo Public Accountants 
TIME & LIFE BUILDING - ROCKEFELLER CENTER 
NEW YORK 20. N. Y. 


ACCOUNTANTS' 

REPORT 


To the Board of Directors: 

FRANKLIN STORES CORPORATION: 

We have examined the consolidated balance sheet of 
Franklin Stores Corporation and its subsidiary companies 
as at June 30, 1961, and the statements of consolidated profit 
and loss and surplus for the fiscal year then ended. Our 
examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests 
of the accounting records and such other auditing procedures 
as we considered necessary in the circumstances. 

In our opinion, the accompanying consolidated balance 
sheet and related statements of consolidated profit and loss 
and surplus, present fairly the consolidated financial position 
of Franklin Stores Corporation and its subsidiary companies 
at June 30, 1961 and the results of their operations for the 
fiscal year then ended, in conformity with generally accepted 
accounting principles applied on a basis consistent with 
that of the preceding fiscal year. 

August 31, 1961 




1952 


TEN 

YEAR SUMMARY 

1961 

FISCAL YEARS ENDED 

JUNE 30 , 

1 

l 



1961 

I960 

1959 

1958 


Net Sales 

$44,994,694 

$44,693,266 

$43,405,603 

$39,580,347 


Income before Taxes 

1,101,655 

1,354,891 

1,740,010 

1,439,411 

OPERATIONS 

Income after Taxes 

674,548 

801,385 

1,047,076 

900,854 


Dividends Paid 

635,750 

637,444 

611,097 

601,219 


Number of Stores 

183 

179 

178 

174 


Total Assets 

$22,064,759 

$20,068,265 

$18,724,708 

$17,566,050 

FINANCIAL 

POSITION 

Working Capital 
Current Ratio 

7,754,133 

2.52 to 1 

8,502,691 
3.35 to 1 

7,389,192 
2.80 to 1 

6,940,407 

3.11 to 1 

Fixed Assets—Net 

7,958,537 

7,201,617 

6,514,756 

6,636,667 


Net Worth 

13,260,725 

12,962,031 

12,823,959 

12,290,621 


Net Income* 

$ .83 

$ 1.01 

$ 1.32 

$ 1.15 

PER SHARE 

Dividends Paid 

.80 

.80 

.80 

.80 


Book Value 

16.25 

16.34 

16.16 

16.45 
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DISPOSITION OF NET EARNINGS DURING 17 YEARS OF PUBLIC OWNERSHIP 

Fiscal Year 

Net A vailable 

Taxes Paid Federal- 

Cash Dividends 

Dividends 

Balance Retained 

June 30th 

Earnings 

State and Local 

Paid to Stockholders 

Per Share 

in Business 

1945 

$ 3,847,455.31 

$ 2,826,764.32 

$ 175,001.09 

$ .25 

$ 845,689.90 

1946 

3,013,147.37 

1,533,479.39 

528,971.45 

.75 

950,696.53 

1947 

1,790,263.88 

718,394.44 

651,802.70 

.90 

420,066.74 

1948 

2,147,751.09 

836,105.27 

518,016.35 

.70 

793,629.47 

1949 

2,388,827.59 

897,803.59 

517,705.60 

.70 

973,318.40 

1950 

1,862,181.71 

711,827.25 

505,167.80 

.70 

645,186.66 

1951 

1,970,824.98 

769,210.08 

540,769.65 

.75 

660,845.25 

1952 

2,480,638.64 

1,114,525.71 

575,802.20 

.80 

790,310.73 

1953 

2,537,287.20 

1,117,498.54 

580,854.25 

.80 

838,934.41 

1954 

1,583,935.34 

764,748.78 

605,520.80 

.80 

213,665.76 

1955 

1,860,919.83 

851,722.27 

599,663.20 

.80 

409,534.36 

1956 

2,086,906.02 

1,038,841.26 

604,517.00 

.80 

443,547.76 

1957 

2,103,619.28 

1,094,375.28 

608,988.60 

.80 

400,255.40 

1958 

1,838,997.43 

1,052,955.59 

601,218.60 

.80 

184,823.24 

1959 

2,388,628.09 

1,244,192.32 

611,097.25 

.80 

533,338.52 

1960 

1,963,260.77 

1,187,744.03 

637,444.40 

.80 

138,072.34 

1961 

2,093,994.73 

1,159,551.30 

635,749.60 

.80 

298,693.83 

TOTAL 

$37,958,639.26 

$18,919,739.42 

$9,498,290.54 

$12.75 

$9,540,609.30 


1957 

1956 

1955 

1954 

1953 

1952 

$37,519,337 

$34,321,871 

$30,327,146 

$29,373,809 

$32,266,225 

$32,193,336 

1,649,267 

1,629,161 

1,536,873 

1,364,791 

2,171,727 

2,181,479 

1,030,213 

1,026,569 

1,005,398 

913,649 

1,376,171 

1,366,113 

608,989 

604,517 

599,663 

605,520 

580,854 

575,802 

167 

161 

155 

156 

153 

147 

$16,780,020 

$16,512,218 

$15,715,438 

$15,239,056 

$15,227,181 

$14,013,059 

7,352,369 

7,338,656 

7,299,198 

6,955,601 

7,764,157 

6,371,224 

3.99 to 1 

4.19 to 1 

5.17 to 1 

5.81 to 1 

6.63 to 1 

4.32 to 1 

6,381,860 

6,279,733 

5,955,178 

6,299,211 

5,236,471 

5,265,703 

12,105,797 

11,705,542 

11,261,994 

10,852,460 

10,638,794 

9,799,860 

$ 1.29 

$ 1.29 

$ 1.28 

$ 1.16 

$ 1.72 

$ 1.71 

.80 

.80 

.80 

.80 

.80 

.80 

16.00 

15.47 

14.96 

14.45 

14.01 

13.63 


June 30, 1952 through June 30, 1958 were adjusted accordingly to give effect to the two five per cent stock dividends paid in the fiscal years ending June 30, 1953, and June 30, 1959. 
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